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GREAT BRITAIN ABANDONS THE GOLD STANDARD 


HE full gravity of Great Britain’s financial 
crisis became evident on September 20 when 

the National Cabinet decided to suspend, for the 
time being, gold payments in exchange for ster- 
ling. The decision to abandon temporarily the gold 
standard came as a shock, as only ten days be- 
fore hope had been felt that the budget submitted 
by Mr. Snowden, Chancellor of the Exchequer, 
would restore confidence and remove the pressure 
on the pound which had been felt since mid-July.* 
A crisis was precipitated on Sepiember 19, how- 
ever, by a near-panic on the London Stock Ex- 
change. The leading issues of government bonds 
were estimated to have lost $150,000,000 of their 
market value within an hour, and in addition 
Holland withdrew nearly five million dollars’ 
worth of gold. The dollar exchange rate held at 
4.857 only because it had been pegged at that 
point by the recently obtained foreign credits.+ 
According to a statement made by the Govern- 
ment on September 20, more than a billion dollars 
has been withdrawn from the London market in 
the last two months. Of this amount, $175,000,000 
has been taken in gold, reducing the gold reserve 
to $650,000,000 as compared with $825,000,000 
on July 16. The remainder has been met partly 
by foreign currency held by the Bank of England 
and partly by the proceeds of the two credits 
which had been obtained from France and Amer- 
ica. Under the circumstances it was obvious that 
only drastic action could prevent further losses. 
Less than a week before the crisis arose, it was 
generally felt that the turning point of Britain’s 
troubles had been reached when Parliament 
assented to Mr. Snowden’s drastic proposals for 
balancing the budget. These measures were cal- 
culated to convert into a surplus of $7,605,000 
the estimated deficit of $373,395,000 for the pres- 
ent fiscal year, and to change the apparent deficit 
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_*Cf. “England Checks the Gold Outflow,” 
Vol. X, No. 40, August 7, 1931. 

tCf. “England Returns to Capitalism,” F. P. A. News Bulletin, 
Vol. X, No. 44, September 4, 1931. 
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of $850,000,000 for the forthcoming year into a 
surplus of $7,500,000. Various economies, con- 
sisting chiefly of wage-reductions for government 
employees, were expected to save over $350,000,- 
000 during the coming year, while increases in 
taxation were expected to add $407,500,000 to 
the revenues. Of this amount, increases in the 
income tax provided $287,500,000, while the bal- 
ance was supplied by increased levies on beer, 
tobacco, gasoline and miscellaneous luxuries. The 
basic rate of the income tax was raised to 25 per 
cent, which is more than 16 times the correspond- 
ing American rate on small incomes. 

The drawbacks and limitations of the new 
budget were obvious. Many industrialists felt 
that the imposition of an additional burden of 
more than $400,000,000 in taxation would raise 
the cost of production and serve as a further 
check to British exports, thereby intensifying the 
present severe depression in trade and industry. 
Some dissatisfaction was expressed because there 
had been practicaliy no reduction in the amount 
spent for armament. Although recognizing that 
certain economies must be made, the Labour party 
strenuously opposed the National Government’s 
attempt to save $129,000,000 annually by a 10 
per cent reduction of the benefits of unemploy- 
ment insurance. Under the provisions of the new 
act, which was passed on September 18 by a 
majority of 63, an unemployed married man who 
has two children will receive $6.81 a week for a 
period of 26 weeks, as compared with his former 
benefit of $7.50 a week for 72 weeks. Much ap- 
prehension, moreover, was felt concerning the 
outcome of the whole economy program when, 
on September 15, mutiny against the reduction in 
wages of enlisted men threatened in the British 
navy. In some cases the sailors refused to move 
the ships, and the resentment against wage-cuts 
proved so strong that the Admiralty found it 
necessary to call off the autumn fleet manoeuvers. 
It was feared that this outbreak might be a fore- 
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runner of similar difficulty with the other groups 
primarily affected by Snowden’s economy meas- 
ures. However, except for a strike on the part 
of certain teachers in protest against a 15 per 
cent cut in their salaries, these fears have so far 
proved groundless. Nevertheless, these unprece- 
dented developments, coupled with anxiety lest 
the Conservatives force an immediate general 
election and plunge the nation into bitter partisan 
strife, caused a renewed lack of confidence just 
when there was reason to believe that the crisis 
had been satisfactorily weathered. 

It is impossible to predict with any certainty 
the ultimate consequences of Britain’s temporary 
suspension of the gold standard. Much depends 
on the level at which the pound is stabilized. <A 
substantial devaluation would probably prove dis- 
tinctly beneficial to British industry as it would 
automatically decrease the cost of production, 
and bring about in practice the reduction of 
wages which has been urged by economists and 
bankers as the only remedy for the industrial 
depression. By this means England might be 
enabled to regain some of the markets which 
were lost when it more or less artificially resumed 
the gold standard. On the other hand, a decline 
in the value of the pound would increase the cost 
of living by materially raising the price of im- 
ported goods, a development which is particularly 
important in view of the fact that the United 
Kingdom imports 60 per cent of its foodstuffs. 


Consequently, although such a step has frequently 
been advocated by individuals in the Labour 
party, rising prices are not likely to prove popu- 
lar with the working class. 

Great Britain has taken a significant step in 


abandoning the gold standard. Whether this 
step will react to the benefit of the rest of the 
world depends largely upon our own financial 
policy during the coming months. A rising level 
of prices in Great Britain would not greatly affect 
the world situation unless the United States 
adopted a policy having a similar effect in this 
country. Moreover, the British crisis brings 
home more strongly than ever the necessity of 
following the recommendations of the Wiggin 
Report for removing the chief barriers to inter- 
national trade—tariffs, reparation and war debts. 
There can be no thought of world economic re- 
covery until the uncertainty which shrouds these 
all important problems is removed, and the 
United States is the only country now in a posi- 
tion to take any action towards this end. 
MAXWELL S. STEWART 
The End of a Dictatorship? 

The promulgation of a Jugoslav constitution by 

King Alexander on September 3 terminated the 
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dictatorship which he had established nearly two 
years ago with a view to fusing the diverse and 
mutually hostile elements of his kingdom into a 
homogeneous national state. The new constitu- 
tion, while based on a conception of national 
unity, recognizes three official languages—Serb, 
Croat and Slovene. Individual liberty, and free- 
dom of religion, of association and of the press 
are guaranteed. The constitution, however, pro- 
hibits religious, tribal or regional associations 
which seek to form political parties or to promote 
physical education. This provision is directed 
against parties based on racial rather than na- 
tional interests, such as the Croat Peasant party, 
and against sports organizations like the sokols 
and the orli which had femented political an- 
tagonism between Serbs and Croats. 

Unlike the old National Assembly created by 
the constitution of 1921, which consisted of a 
single elective chamber, the new Parliament will 
be composed of a Senate, half of whose members 
will be elected for six years and half appointed 
by the King for the same period, and a Chamber 
of Deputies elected for four years by universal, 
direct and equal suffrage. The King may dissolve 
Parliament on his own initiative, and issue emer- 
gency decrees without parliamentary approval. 

King Alexander’s decision to terminate his 
dictatorship was attributed, in part, to discontent 
among the Croats, who feared that the govern- 
ment’s national policy sought to absorb all racial 
groups into a Greater Serbia. The fate of King 
Alfonso of Spain, and the necessity of obtaining 
further loans from France or the United States, 
both of which now regard dictatorships as a bad 
financial risk, were likewise not without influence. 
In some quarters, however, the new constitution 
is regarded as a mere facade, behind which the 
King will continue to rule the country with an 
iron hand. This view is supported by the elec- 
toral law promulgated on September 12, which 
provides for an open ballot. Only national lists 
will be submitted to the vote, and lists failing to 
secure 50,000 votes will receive no mandates. As 
in Italy, the party securing the largest number 
of votes will automatically obtain two-thirds of 
the seats in the Chamber. The Opposition par- 
ties, which have been hampered by the police in 
their attempts at reorganization, plan for the 
most part to boycott the elections, which will prob- 
ably be held late in November. Under the cir- 
cumstances, the government is practically as- 
sured of an overwhelming victory at the polls. 
It remains to be seen whether or not the modified 
absolutism introduced by the constitution will 
succeed in creating national unity. 

VERA MICHELES DEAN 
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